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Message Text 


E.O. 11652: N/A 
TAGS: BENC, PP 

SUBJECT: MAJOR PROJECT - SEPIK/ILAM HYDROELECTRIC 
SCHEME 


REF: A) STATE 204586 B) PORT MORESBY 1 139 C) STATE 195225 

1 . IN REPLY TO QUESTIONS IN REFTEL A) PROJECT HAS BEEN UNDER 
CONSIDERATION FOR APPROXIMATELY 18 MONTHS, THOUGH SITE SELEC- 
TION WAS ONLY COMPLETED TWO TO THREE MONTHS AGO. B) THE SITE 
SELECTION STUDY WAS CONDUCTED BY NORCONSULT A NORWEGIAN FIRM. 
NORCONSULT ALSO RECENTLY WON THE FINAL DESIGN CONTRACT FOR 
THE ROUNA 4 HYDROELECTRIC SCHEME NEAR PORT MORESBY. OTHER 
FIRMS THAT HAVE LOOKED AT THE PROJECT INCLUDE BECHTEL AND 
SNOWY MOUNTAIN. C) THE OK TEDI COPPER CONSORTIUM IS HEADED 
AND MANAGED BY BROKEN HILL PTY. LTD., AN AUSTRALIAN FIRM, AND 
INCLUDES THE AMERICAN FIRM, AMACO, AND A GERMAN GROUP. D) THE 
PROJECT WILL CONSIST OF TWO STAGES, THE FIRST WILL SUPPLY 
POWER TO THE OK TEDI MINE SITE, THE SECOND WILL SUPPLY POWER TO 
THE FRIEDA RIVER COPPER SITE SHOULD IT EVENTUATE. FRIEDA 

RIVER IS AT THE MOMENT A PARTNERSHIP BETWEEN MT. ISA MINES, 

AN AUSTRALIAN FIRM, AND A JAPANESE CONSORTIUM. 

2. IT IS THE EMBASSY'S UNDERSTANDING THAT THE HYDRO- 
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ELECTRIC SCHEME WILL BE OWNED BY THE GOVERNMENT AND SELL 
ITS POWER TO THE COPPER MINES. WHILE THE EMBASSY UNDER- 
STANDS THAT THERE WILL BE CONSIDERABLE COMPETITION FOR 
THIS CONTRACT, U.S. FIRMS SHOULD BE ENCOURAGED TO COMPETE 
SINCE THE EXPERIENCE AND THE INCREASED KNOWLEDGE OF PAPUA 
NEW GUINEA GAINED SHOULD HELP THEM GREATLY IN BIDDING 
FOR OTHER CONTRACTS EXPECTED TO DEVELOP IN THE NEXT 1-3 
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YEARS. THESE CONTRACTS - STUDIES AND CONSTRUCTION - WILL 
BE WORTH ROUGHLY 250 MILLION U.S. DOLLARS. 

3. THE EMBASSY WILL UPDATE THE INFO ON THESE OTHER PRO- 
JECTS SHORTLY BUT IN THE MEANTIME HAS RECEIVED INFO ON AN 
ADDITIONAL PROJECT SIMILAR TO SEPIK/ILAM FEASIBILITY STUDY. 

THIS SECOND PROJECT - THE LALAUI SCHEME - WILL INVOLVE 
BOTH PRE-FEASIBILITY AND FEASIBILITY STUDIES FOR A CASCADE 
TYPE HYDRO-ELECTRIC SCHEME TO SUPPLY POWER TO THE BOUGAIN- 
VILLE COPPER MINE (OWNED BY CONSINC-RIO-TINTO) ON BOUGAIN- 
VILLE ISLAND. IT WOULD REPLACE THE DIESAL PLANT NOW IN 

USE. ESTIMATED COST OF FINAL PROJECT IS $80 MILLION. 

SNOWY MOUNTAIN HAS ALREADY DONE ONE PREFEASIBILITY STUDY OF 
THE PROJECT BUT THAT HAS BEEN REJECTED. 

4. EMBASSY WILL RESEARCH THE PROJECT FURTHER BUT IN 
THE MEANTIME INTERESTED FIRMS MAY CONTACT: MR. ALEX 
MCKINLEY, CHIEF GEOLOGIST. OFFICE OF MINERALS AND MINES, 

P.O. BOX 2352, KONEDOBU, PAPUA NEW GUINEA. 
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